Internal Revenue Service . Department of the Treasury

District Director P.0O. Box 2508
Cincinnati, OH 43201

e L e Person to Contact:

& Telepgone Number

Refer Reply to:

Emiloier Identificatioa Number

Date: u’\:‘, 2 rL

Dear Sir or Madam:

We have considered your applicétion for recognition of exemption from
Federal income tax under the provisions of section 501(c)(7) of the

Internal Revenue Code of 1986 and its applicable Income Tax
Regulations.

Consideration was given to whether you qualify for exemption under

other subsections of section S01(c) of the Code and we have concluded
that you do not.

As your organization has not established exemption from Federal income
tax, it will be necessary for you to file an annual income tax return
on Form 1120 if you are a corporation or an unincorporated association.

If you are in agreement with our proposed denial, please sign and return
one copy of the enclosed Form 6018, Consent to Proposed Adverse Action.

You have the right to protest this proposed determination if you believe
that it is incorrect. To protest, you should submit a written appeal
qivln? the facts, law aad other information to support your position as
explained in the enclosed Publication 892, "Exempt Organizations Appeal
Procedures for Unagreed Issues®. The appeal must be submitted within 30
days from the date of this letter and must be signed by one of your
pPrincipal officers. You may request a hearing with a member of the
office of the Reglional Director of Appeals when you file your appeal.

If a hearing is requested, you will be contacted to arrange a date for
it. The hearing may be held at the Regional Office, or, ?! you request,

at any mutually convenient District Office. It Iou dre to be reprosented
b¥lsomoone who is not one of your principal of¢f

cers, he or she must




T

If we do not hear from you within the time specified, this will become
our final determination.

Sincerely yours, /
a7 e
,?5;k4§}»<,<-

C. Ashley Bullard
District Director

JIM
Enclosures: 3
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Enclosure I

RN had filed it's Articles of Incorporation with
L ")

and was recognized as incorporated by the
Secretary of State's office as of the effective date

Article 1V of the creating document stated that "the Corporation is
organized for the following purposes;

(a) A Nonprofit Corporaticn for the support of
SR o o: tho Country.
(b) Also, for the support of at RS

(c) Also, for the support of working under the
jurisdiction of

(d) In the event of termination and/or dissolution of the Corporation,
all assets to be liﬁuidated and the proceeds distributed to the

Your application Form 1024 listed the only membership criteria was to

become gliNg

The application you submitted stated that your activities were to

“accept donations to support
across the country". To "use direct solicitations, gifts and

fund raisers of all sorts”, and that “all money collected goes to the

support of these Hospitals to enable medical care for Children who may
not be able to afford care".

In your response dated (NN o clarify your activities you
stated that “(INNNNNVIENENN 25 been formed in order to hold
title to a building housing its parent“. *“A used metal building has

been donated at this point, but no property has been acquired to
reconstruct the building.*

Further clarification of the activicw

were described in your letter dated . In that letrer

it was stated that @@ is only to be a title holding organization for
@R will not conduct any profit making

activities under it's own name, any activities for the (NSNS
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Enclosure I, continued

—_———e

is conducted under the
will hold its meeting in thc building owned by _
It was also stated in that letter that the is

operating under (NN i» NSNS 2nd that the GRS
éhas no Federal Employer Identification Number.

stated that the only financial

was the yearly insurance payment
for a used as a parade vehicle and is the
property of It was also stated that no plans
for income producing events are in the works.

which is the parent that

Your letter dated
commitment for

You had originally applied for exemption under 501(c)(10) as a Domestic
fraternal society.

Section 501(c)(10) of the Internal Revenue Code as changed by the Tax
Reform Act of 1969, Trovides for the exemption of fraternal
organizations operating under the lodge system.

Section 1.50l(c)(8)-1 of the Income Tax Regulations defines -operating
under the lodge system” as carrying on its activities under a form of
organization that comprises local branches, chartered by a parent
orqaniza:ion and largely self-governing, called lodges, chapters, or
the like,

On Schedule E of the application Form 1024 you indicated that your

anization does not operate under a lodge system. Theretore, (s
Hwould not qualify as exempt under section
$01(c)(10) of the Code.

You indicated in your additional correspondence that @EEINGNEENERENAN
@D is a title holding organization for the (NSRRI

Section 501(c)(2) of the Code provides for the exemption of
corporations organized for the exclusive purpose of holding title to
property, collecting income therefrom, and turning over the entire
amount thereof, less expenscs, to an organization which itself i
exempt under section 50l(a) of the Code.
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Enclosure 1, continued

Ep—

is not organized for the exclusive purposes
required by section 501(c)(2) of tho Code; and does not collect income
and turn over any amounts less expenses to a&ny organization that is
éxempt under section 501(a) of the Code.

Your application was changed to indicate your request to apply under
section 501(c)(7) of the Code.

Section 501(c)(7) of the Code provides for the exemption from Federal
income tax of clubs organized for pleasure, recreation, and other
nonprofitable purposes, substantially all of the activities of which are
for such purposes and No part of the net earnings of which inures to the
benefit of any private shareholder.

Section 1.501(c)(7)-1(a) of the Regulations statesg that the

exemption provided by section 501(a) of the Code for an organization
described in section S01(c)(7) of the Code applies only to clubs which
are organized and oparated exclusively for pleasure, recreation, and
other nonprofitable purposes, but does not apply to any club if any part
of its net earnings inure to the benefit of any private shareholder. In
general, this exemption extends to social and recreation clubs which are
supported solely b membership fees, dues and assessmentsg. However, a
club otharwise‘entrtlod to exemption will not be disqualified because it
raises revenue from members through the use of club facilities or in
connection with club activities,

In Revonue’Rullnq 70-32, 1970-1 C.8. 132, exemption under section

501(c)(7) of the Code was denied to any organization because there was no
significant commingling of its members. -

Revenue Ruling 69-635, 1969-2 C.B. 126, states that in order to qualify
for exemption under section 501(c)(7) of the Code, a commingling of
members must play a material part in the activities of the organization,

In Revenue Rufing 55-716, 1955-2 C.B. 263, e.'emption under section
301(c)(7) of the Code was denied to an organization because of the
absence of fellowship within the organization.
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Enclosure I, continued
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Based ou the

bove facts and upon the applicable law and precedent, Gl
fails to qualify for exemption under section

501(c)(7) because it lacks the necessary commingling and fellowship

within the organization that is required under section 501(c)(7) of the
Code. Your organization's activities are similar to those described in
Revenue Rulings 70-32, 69-635, and 55-716 and therefore, we are denying

your organization's request for exemption under section 501(c)(7) of the
Code.
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(Beo Augest 1981 0 - Consent to Proposed Adverse Action :
[Allrelerences are 1o tre Intesna! Resenue Code)

Cave “umpe tOarte 0! Latest Determengtio~ Letter
T !

E=0i0e0713¢%1.0.201.0% Ny™D0er | Satec' rozgsec A3verwe 42100 Lette
R MA2 21 B37

Name ang 2330013 3° Oeganigation

ITERMAR REYENUE SERVCE
T ——_ 5 =Y GINCINKATL, 0HI0

[ e— U LY
T ——

RECEIVED
ER/EQ DIVISION

| consent 1o the proposed adverse 3CHION relative 10 the 25OvVe O73aNIZITION 21 Shown by the box(esl chesked delow. |

understanc that if Section 7428, Dezlaratory Judgments Retating to Status ana Classihication of Orga~rzations under Section SClic)
(3), etc. apohes, | Rave tae right 1o protest the propoted adverse astion.

NATURE OF ADVERSE ACTION

X Denua of exemption

T2 Revocation of exemption, etfective

— Moadihcanon of exempt status from section SQ1tell ) to SOlcil ). eltective
) Clasnhication 2y 3 private foundatian (iection S09(a)), effective

T Classtication as 2 non ooerat.ng foundation (tection 4332(j)(3)), eftective

T Cusutication 23 an organization described wn tection 5031ail ), efective

i

—d

Clasntication as an organization described 1n section 170(bI(VI(AN ), eHective

1t you agree 1o the adverie action thown above, Dledie 1:gn 3nd return thiy consent, You thould keed a €320y for your recoray

1! you 11§ this consent belore you have exhauited your administrative 303¢al 1ignts, you My lote your n3ntito a decliratary july
ment uncer section 7428

(Signature instructions a7e on the dazk of this lorm )

Nome of Organitation

S.gneture 8nd Titie

Oate
- J- 1) -n7
Sqgaatare 8n2 Totie Date

Form GOVH (1,. B.H)




